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sale is represented by an over-allot-
ment in which the dealer is partici-
pating as a member of an underwriting
group, or the dealer or a person acting
on the dealer’s behalf intends in good
faith to offset such sale with a security
to be acquired by or on behalf of the
dealer as a participant in an under-
writing, selling, or soliciting-dealer
group of which the dealer is a member
at the time of the sale, whether or not
the security to be acquired is subject
to a prior offering to existing security
holders or some other class of persons.

§ 240.16c–3 Exemption of sales of secu-
rities to be acquired.

(a) Whenever any person is entitled,
incident to ownership of an issued se-
curity and without the payment of con-
sideration, to receive another security
‘‘when issued’’ or ‘‘when distributed,’’
the sale of the security to be acquired
shall be exempt from the operation of
section 16(c) of the Act: Provided, That:

(1) The sale is made subject to the
same conditions as those attaching to
the right of acquisition;

(2) Such person exercises reasonable
diligence to deliver such security to
the purchaser promptly after the right
of acquisition matures; and

(3) Such person reports the sale on
the appropriate form for reporting
transactions by persons subject to sec-
tion 16(a) of the Act.

(b) This section shall not exempt
transactions involving both a sale of
the issued security and a sale of a secu-
rity ‘‘when issued’’ or ‘‘when distrib-
uted’’ if the combined transactions re-
sult in a sale of more securities than
the aggregate of issued securities
owned by the seller plus those to be re-
ceived for the other security ‘‘when
issued’’ or ‘‘when distributed.’’

§ 240.16c–4 Derivative securities.

Establishing or increasing a put
equivalent position shall be exempt
from section 16(c) of the Act, so long as
the amount of securities underlying
the put equivalent position does not
exceed the amount of underlying secu-
rities otherwise owned.

ARBITRAGE TRANSACTIONS

§ 240.16e–1 Arbitrage transactions
under section 16.

It shall be unlawful for any director
or officer of an issuer of an equity secu-
rity which is registered pursuant to
section 12 of the Act to effect any for-
eign or domestic arbitrage transaction
in any equity security of such issuer,
whether registered or not, unless he
shall include such transaction in the
statements required by section 16(a)
and shall account to such issuer for the
profits arising from such transaction,
as provided in section 16(b). The provi-
sion of section 16(c) shall not apply to
such arbitrage transactions. The provi-
sions of section 16 shall not apply to
any bona fide foreign or domestic arbi-
trage transaction insofar as it is ef-
fected by any person other than such
director or officer of the issuer of such
security.

(Secs. 4, 12, 13, 15, 16, 19, 24, 48 Stat. 77, 892,
894, 895, 896, 85, as amended, 901; 15 U.S.C. 77d,
78l, 78m, 78o, 78p, 77s, 78x)

[30 FR 2025, Feb. 13, 1965]

PRESERVATION OF RECORDS AND RE-
PORTS OF CERTAIN STABILIZING AC-
TIVITIES

§ 240.17a–1 Recordkeeping rule for na-
tional securities exchanges, na-
tional securities associations, reg-
istered clearing agencies and the
Municipal Securities Rulemaking
Board.

(a) Every national securities ex-
change, national securities association,
registered clearing agency and the Mu-
nicipal Securities Rulemaking Board
shall keep and preserve at least one
copy of all documents, including all
correspondence, memoranda, papers,
books, notices, accounts, and other
such records as shall be made or re-
ceived by it in the course of its busi-
ness as such and in the conduct of its
self-regulatory activity.

(b) Every national securities ex-
change, national securities association,
registered clearing agency and the Mu-
nicipal Securities Rulemaking Board
shall keep all such documents for a pe-
riod of not less than five years, the
first two years in an easily accessible
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